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UNITED STATES AID PROGRAMS IN THE FAR EAST 





Mr. McCarran, from the Special Subcommittee on Foreign Economic 
Cooperation, submitted the following 


REPORT 


INTRODUCTION 


This report deals with the several programs of aid which the United 
States is extending to the general area of the Far East. The report 
concerns itself primarily with economic as distinguished from military 
aid. 

These programs have come into being on a piecemeal basis. They 
were not adopted as part of a single, over-all plan of aid for the Far 
East, as was the Marshall plan for Western Europe, which resulted 
in the enactment of the Foreign Assistance Act of 1948. 

As a result, the programs are overlapping in policies and purposes 
as well as in geographic distribution. 

It does not necessarily follow that any one of the programs was not 
well conceived, nor that it is failing to accomplish desired results. 
But it is a fact that each of the programs was conceived and brought 
to life at different times and for different reasons. 

This report takes up the various acts authorizing the aid programs 
in the general area of the Far East and the appropriations that have 
been made to implement the authorizations, gives a brief account of 
the types of programs authorized and operating, and points out some 
of the undesirable results that may spring from uncoordinated and 
vaguely defined policies and objectives. 


PRESENT LAWS AND APPROPRIATIONS 
Programs of United States assistance to the Far East are as follows: 


CHINA AREA AID ACT OF 1950 


Total available for period June 5, 1950, to June 30, 1951 __ - _ '$173, 000, 000 

Total expe nditure authorized through Dec. 31, 1950- ; Li atee 57, 218, 000 

This act provides for economic assistance to China and “the general 

area of China,” specifies that the aid may be given ‘‘in such manner 
1 Approximate. 
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and on such terms and conditions as the President may determine,” 
and is administered by the Economic Cooperation Administration. 

The act extends and enlarges the provisions of previous legislation 
providing aid to China.! As passed June 5, 1950, it made available 
about $98,000,000, which was the unobligated portion of a total of 
$275,000,000,000 appropriated in 1948 and 1949 for aid to China. 
In January 1951 Congress made available an additional amount of 
about $75,000,000.? 

Of the total sum of about $173,000,000 for this act, about $54,000,- 
000 is earmarked for aid to China and Formosa and for assistance to 
Chinese students in the United States. 

The aid to Formosa consists largely of grants for import of com- 
modities. For the other countries (Burma, Thailand, Indochina, 
Indonesia) ECA emphasizes technical assistance. Procurement 
authorizations through December 31, 1951, are as follows: 


Formosa___ ; $35,267,000, largely for commodity 
imports. 
Indochina_ _ _- Re __ $6,175,000 for industrial projects, 


public health projects, agricultural 
and fishery projects, other publie 
service projects and miscellaneous 
commodities. 
Burma__.- otabet $2,914,000 for miscellaneous commod- 
ities, including medical supplies. 
ts hee, eta ess os $2,981,000 for industrial projects, 
public health projects, agricultural 
and fishery projects and miscellane- 
ous commodities. 
sae _.....---- $4,415,000 for publie health projects, 
agricultural projects, and a fishery 
project designed to stimulate the 
fishing industry. This project con- 
templates the motorizing of a fish- 
ing fleet which is very similar to a 
motorized fishing fleet project un- 
dertaken by UNRRA in China, the 
results of which were extremely dis- 
appointing. 
dae alla aa $966,000. 


Thailand 


Indonesia. 


Far East inventory __ 
In addition, $4,500,000 was granted to India for purchase of food 
grains. 
ACT FOR INTERNATIONAL DEVELOPMENT ? 
Total appropriated. 


Total programed for Far East. ‘ 
Total obligated as of Dec. 31, 19: Bh we 


yore ben Fentiogs ___ 4 $26, 900, 000 
=QattuteGs ieee tasles 3, 800, 000 
pce amy ee theses hee 70, 000 

The act sets forth the policy of the U eited t States to aid peoples of 
economically underdeveloped areas by the exchange of technical 
knowledge and skill. 

Under the present program a total of only $3,800,000 has been 
allocated for the general area of China, which includes an allocation 
of $2,000,000 for Thailand, Burma, Indochina, British Malaya, and 


1 Previous legislation: Title IV of Public Law 472, approved April 3, 1948; Public Law 793, approved 
June 28, 1948; Public Law 47, approved April 19, 1949. 

2 Second Supplemental Appropriations Act, Public Law 911, 8lst Cong., 2d sess., Jan. 5, 1951. ECA 
states it expects to obligate only a portion of this sum, 

* Title IV of Public Law 535, 81st Cong., 2d sess. 

4 Public Law 759, 8ist Cong., 2d sess. 
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Indonesian. One million two hundred thousand dollars has been 
allocated for India and $600,000 allocated for Pakistan. The projects 
for which these allocations have been made in countries other than 
India and Pakistan are principally in the field of education. 


MUTUAL DEFENSE ASSISTANCE ACT OF 1949, AS AMENDED 


Total appropriated for period Oct. 28, 1949, to June 30, 1951___ ! $453, 000, 000 
Total obligated through Dee. 31, 1950_____ nah ; Ed AL 132, 052, 524 

The Congress specifically expressed itself in this act as favoring the 
creation by the free peoples and governments of the Far East of a 
joint organization to establish a program of self-help and mutual 
cooperation designed to develop economic and social well-being, to 
safeguard basic rights and liberties and to protect the security and 
independence of the Far East nations. The act states that “Congress 
recognizes that economic recovery is essential to international peace 
and security and must be given clear priority.” ? 

Authority for extending assistance to the general area of China, in 
addition to other areas of the world, is contained in section 303 of title 
II] of the act. 

As of December 31, 1950, $132,052,524 of the available funds had 
been obligated. Most of the aid is for military purposes, although 
$750,000 was transferred to ECA for medical supplies for the general, 
as distinguished from military, needs of Indochina. 


THE FOREIGN ASSISTANCE ACT OF 1948, AS AMENDED 


ECA has budgeted about $15,000,000 of its appropriation for fiscal 
1951 for technical assistance to Marshall plan nations and their over- 
seas dependent territories. This legislation authorizes ECA to provide 
for “procurement of and furnishing technical information and assist- 
ance.’’* None of this money has been spent in the Far East, and 
ECA has no plans for spending any of its technical assistance funds 
there. 


THE PHILIPPINES 


The Philippines are eligible for United States assistance under 
terms of the China Area Aid Act, point 4, and the Mutual Defense 
Assistance Act, and an administration request for a separate, large- 
scale program of aid to the Philippines is in the formative stages. An 
ECA request for an allotment of several million dollars out of the 
China Area Aid Act funds for aid to the Philippines is under considera- 
tion by the executive branch. Because of their special and historic 
relationship to the United States, the Philippines are here mentioned 
separately. But the observations made elsewhere in this report as to 
overlapping of aid programs in southeast Asia apply also to the 
Philippines. 





1 Public Law 430, 8ist Cong., Ist sess. ($75,000,000); Public Law 759, 8ist Cong., 2d sess. ($75,000,000) ; 
Public Law 843, 8ist Cong., 2d sess. ($303,000,000). The first 2 appropriations were for the general area of 
China only; the last one was for that area plus Iran, Korea, and the Philippines. 

2? Public Law 329, 81st Cong., Ist sess. 

* Public Law 472, 80th Cong., as amended by Public Law 47, 8ist Cong., Ist sess., as‘amended by title I 
of Public Law 535, 8ist Cong., 2d sess. 
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SUMMARY 


In general, it may be said that as Communist domination of China 
progressed, funds already appropriated for China were made available 
by legislative action to the neighbors of China, and in each new pro- 
gram for foreign aid (mutual defense, point 4) a provision was made 
for including the general area of China in these programs. As a result, 
under existing legislation United States aid to the Far East can be 
financed out of funds available for any one of several basic acts. 

For example, if he wishes to give economic aid in the form of 
commodities, the President may draw funds from the China Area 
Aid Act or the Mutual Defense Assistance Act. (In practice, mutual 
defense funds have been used almost exclusively for military items, 
but the authorizing act still provides that ‘clear priority” be given 
to the “economic recovery” of recipient nations.) 

Again, in giving technical assistance the President may draw on the 
funds appropriated for point 4, or for the China Area Aid Act or for 
the Economic Cooperation Act (by authorizing expenditure of ECA 
technical assistance funds for dependencies of Marshall plan nations). 

So far, ECA and the State Department have avoided running their 
respective programs in the Far East into each other. Nevertheless, 
the possibilities of overlapping and duplication are inherent in point 
4 and ECA’s southeast Asia program, and successful operation of 
the programs to date should not obscure the fact that the current 
legislation does provide ample opportunity for administrative con- 
fusion. In other words, a record of good performance does not make 
it less advisable to coordinate far eastern aid programs in order to 
create greater operational unity and simplification. 

Another aspect of United States assistance to the Far East worth 
reviewing is the terms and conditions under which the aid is to be 
extended. 

The terms and conditions under which point 4 aid may be extended 
are definitively set forth in the International Development Act, but 
the terms and conditions under which the much larger amounts of 
funds available under the China Area Aid Act and the Mutual Defense 
Assistance Act may be expended are generally left up to the President. 

For example, last October ECA granted $4,500,000 to India to 
help that country purchase food grains from the United States. In 
addition, the Department of Agriculture agreed to finance approxi- 
mately $3,000,000 to $4,000,000 of the purchase price under authority 
of section 112 (f) of the Economic Cooperation Act, as amended, 
using section 32 funds. India financed part of the transaction out of 
her own funds. 

ECA made this grant at the direction of the President who declared 
that “the ability of the Government of India to meet the urgent 
food needs of its people is of vital concern to the United States.” 

No bilateral agreement similar to those between this country and 
every other country receiving ECA aid was executed. (Indochina 
has submitted a letter of intent to execute a bilateral.) India did 
agree to sell the grain at reasonable prices and through regularly 
established channels in a fair and equitable manner, and to report to 
the United States on the use of the grain, its cost to consumers, and 
the economic effects of its distribution. There was no provision for 
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informing the people of India that the United States had helped them, 
through grants of money, to obtain much-needed food grains. 

This incident is mentioned, not primarily to question the wisdom 
or expediency of this grant to India, but to illustrate the discretionary 
powers which Congress has given the President with respect to far 
eastern assistance. 

A third point worth reviewing is the nature of the programs which 
ECA has mapped out for Burma, Thailand, Indochina, and In- 
donesia under the terms of the China Area Aid Act. 

Last spring, when Congress was authorizing the expenditure of 
approximately $41,000,000 ‘‘in the general area of China,” the actual 
needs of those countries were being surveyed by R. Allen Griffin and 
his United States economic survey mission to southeast Asia. Con- 
gress was not presented with specific proposals concerning the expendi- 
ture of the $41,000,000. The Committee on Foreign Affairs of the 
House of Representatives reported that it could not predict the 
“opportunities to give economic assistance to nations in the general 
area of China.” ! 

The Senate Committee on Foreign Relations stated— 
the committee believes that conditions in China and the Far East are so fluid that 
it would be inadvisable at this time to do more than continue the availability of 
these funds for another year. This title gives the President considerable latitude, 
not only with respect to the area where such funds may be expended, but also 
with respect to the terms and conditions under which such aid shall be made 
available.? 

Following its survey, the Griffin mission issued a 190-page report. 
This report is now the foundation of ECA’s aid program in southeast 
Asia. Mr. Griffin is now Director of the ECA Far East Program 
Division. A total of $16,485,000 had been authorized through 
December 31, 1950, for expenditure in Burma, Thailand, Indonesia, 
and Indochina since last June 5. 

Therefore, it is now possible to have a better look at a program 
which was only in its formative stages when funds were first made 
available for it. 

Basically, this program is primarily one of aid to underdeveloped 
and unstable areas rather than one of economic assistance based on 
adverse balances of payments, as was the case in aid to Western 
Europe. In this respect, this program is not unlike point 4. Or, as 
ECA itself puts it: 

In the terms of dollar requirements, ECA’s program in Southeast Asia will 
be on a very small scale compared to European operations. The problem in 
these countries is not primarily the lack of dollars to pay for needed imports, 
but rather, the lack of managerial, technical, and other resources which the indi- 
vidual governments can mobilize to initiate and to carry forward necessary 
programs of reconstruction, rehabilitation, and development. 

ECA has announced that its programs in Southeast Asia are of 
three — types: 

Technical and material aid to essential services (including 

ane activities). 
2. Aid to economic rehabilitation and development, comprising 
technical assistance and material aid in developing agricultural 
1H. Rept. No. 1802, Part IT: Supplemental Report of the Committee on Foreign Affairs, House of Repre- 


sentatives, on H. R. 7797, title I, Economie Cooperation Act of 1950. 


2Senate Report No. 1371, report of the Committee on Foreign Relations on S. 3304, a bill to amend the 
Economic Cooperation Act of 1950, as amended, 


3 ECA special report of January 15, 1951, The Role of ECA in Southeast Asia. 
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and industrial production, both for local consumption and for 
export. 

3. Supply of some essential commodities as incentive goods 
and to help pay the internal costs of extending essential services. 

ECA has frequently emphasized that its main purpose in Southeast 
Asia is to equip the people there with the skills and knowledge by 
which they may help themselves. By developing these areas it is 
not unreasonable to assume that the will and ability to resist the en- 
croachment of communism will be strengthened. Nevertheless, it 
appears that such a result is relegated to a secondary position. It 
may very well be that this should be made the primary objective and 
the program designed toward that end. It is most probable that the 
results achieved in espousing such a primary objective will naturally 
result in the continued development of those countries along the line 
presently developing. 

By enacting the ECA Act the Congress, by law, established a gen- 
eral program designed to accomplish certain desired objectives. ‘This 
act, although providing considerable latitude in administrative dis- 
cretion, provided various standards on which the program was to be 
operated. ‘The act provided for the establishment of an organization 
dedicated to a joint program of mutual help and assistance to which 
the assistance of the United States was to be added. 

This most important feature is conspicuously absent from the con- 
ditions for aid to the countries of the Far East. In short, one of the 
most important objectives sought in European recovery, that of 
unified economic efforts, is given little, if any, encouragement in the 
policies controlling assistance in the Far East. The differences be- 
tween India and her neighbor, Pakistan, have resulted in Pakistan’s 
normal food and grain surpluses, which have heretofore gone to India, 
being sold in new markets. Furthermore, these differences resulted 
in nonobservance of another basic ECA policy—that recipient coun- 
tries exhaust all nondollar sources of supply before receiving United 
States assistance. 

Thus, ‘‘emergency”’ aid to India probably serves to maintain rather 
than break down economic and political barriers, the type of which we 
spend billions in Europe to eliminate. This report does not consider 
the necessity for emergency aid. But it would seem that United 
States foreign policy and the interests of the people of India would be 
served best if the reduction of economic barriers and maximum use of 
nondollar sources of goods were made major objectives in any program 
of aid to India which might be adopted or financed in part by this 
country. 

If the United States Government had a single definitive program 
for the Far East, a program designed to further its struggle against 
Soviet imperialism, this grant to India could have performed double 
duty by implementing such a program and simultaneously furnishing 
the hunger relief necessary. As it is, it seems that in furnishing the 
assistance as we did, we killed only one bird with one stone, whereas 
the supply of stones and the number of birds would appear to require 
at least two birds for every stone. 
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RECOMMENDATIONS 


This analysis of the existing legislation providing United States 
assistance to the Far East indicates that the most pressing need for 
congressional action is for direction and clarification rather than an 
immediate expansion of the amount or scope of American aid. 

It appears to be essential to the interests of the United States for 
Congress to enact basic legislation for assistance to the Far East which 
would set forth United States objectives in that area, outline the 
conditions to be met by countries receiving aid and establish a pro- 
cedure for the programing, administration, and control of such aid. 
In connection with this latter point, it would be desirable that a single 
agency administer any program, and it appears that ECA is the agency 
best suited to do the job. 

This basic legislation should provide guidance to the executive 
— h on such questions as the following: 

Is the objective of the United States in the Far East to provide 
aman e primarily to encourage resistance to Russian imperialism, 
or primarily to advance the productivity and welfare of the people of 
that area, or to promote welfare as a means of combating Russian 
imperialism and to the extent that it is effective in attaining this end? 

2. Should United States aid be provided only to countries which 
conform without reservation to the decisions of the United Nations? 

3. Should the recipient nations be required to cooperate with each 
other, or to set up a joint organization for this purpose, or to develop 
a joint program which w ould set forth various economic and political 
objectives to be accomplished as a result of United States assistance? 

4. Should the countries receiving aid agree to give the United States 
a priority on their strategic materials, or expand their production to 
assist this country in meeting its requirements? 

5. Should bilateral agreements covering specified points be required 
of all countries receiving aid? 

In the absence of definitive legislation setting forth the objectives 
desired by the United States for the aid extended to this general area, 
it will remain most difficult to evaluate the results of continued ex- 
penditures. 


Oo 
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